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METHOD AND SYSTEM FOR 
TRAINING TRADERS 

Background of the Invention 

[0001] The present invention relates to a method and 
system for training traders. More particularly, the 
present invention relates to a method and system that 
that provides students the opportunity to gain valuable 
skills and experience in trading financial products. 

[0002] The advent of high-speed networking 
technologies and the widespread adoption of trading 
platforms via personal computers, the Internet, wireless 
and handheld devices, etc., have brought about rapid 
change and development of the trading function in 
professional financial services institutions. Such 
changes include automation of back office operations 

(i.e. order processing, trade-clearing, etc.) and the 
creation of new financial instruments made possible with 
the increased capacity of robust mainframe and 
supercomputing information systems that model enormous 
amounts of data. 

[0003] This widespread utilization of technology has 
caused traders to place a greater emphasis on strategic 
decision making, implementing such strategic changes 
substantially instantaneously from the terminal of a 
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trading desk. Technology has become a fundamental 
component of the trading profession, and the ability of 
traders to leverage technology in obtaining, analyzing, 
synthesizing and reacting to a vast amount of information 
from a variety of sources is an important cornerstone of 
a trader's success. 

[0004] Accordingly, the trading function at any 
financial institution requires a refined balance of 
technical know-how and real -world experience that can 
only be gained through active participation in a market - 
based financial exchange. While a formalized education 
might convey the requisite financial and technical skills 
needed to perform on the job, this method of education 
does not lend itself toward the latter task of gaining an 
intimate knowledge of market behavior and a polished 
acumen for financial transactions. This expertise is 
essential to the success of any trader and can only be 
gained through direct experience. 
[0005] Known systems and methods for training 
financial traders traditionally include one in which 
knowledge is passed down directly from one generation of 
traders to the next through apprenticeships and in-house 
training programs at brokerage houses, brokers, dealers, 
broker-dealers and other financial services institutions. 
Through this method of apprenticeship and direct 
observation, aspiring traders are able to integrate the 
experience and expertise of veteran brokers into their 
own professional practices. This requirement is 
inconvenient and inefficient, however, in that it 
requires the presence of a licensed professional trader 
and, in most cases, individualized attention - resources 
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unavailable in a traditional university learning 
environment . 

Summary of the Invention 

[0006] It is therefore an object of the present 

5 invention to provide a system and method for training 
students in the art of trading financial products via an 
electronically simulated trading environment that enables 
students to trade simulated financial products i.e., 
p financial products that have no intrinsic value and, 

P 10 therefore, that have no real -world financial risk 
U1 within the simulated market. 

yj [0007] It is also an object of the present invention 

to provide a system and method of training traders 
through which students actively exchange simulated 
rf 15 financial products in a simulated market that responds 
to, and requires action from, participating students. 
[0008] It is also an object of the present invention 

to provide a system and method through which students, 
using a graphical user interface (GUI) , would be able to 
2 0 trade products with no intrinsic value but whose value 
was determined by participation in the simulated market. 
[0009] It is also an object of the present invention 

to provide a system and method that teaches important 
trading skills to students such as how to obtain, analyze 
25 and synthesize critical financial information, react to 
abrupt changes in market conditions, read and react to 
market behavior and dynamics, and the perspective with 
which one must become familiar when participating in a 
dynamic marketplace . 
30 [0010] It is further an object of the present 

invention to present a GUI that enables participants to 
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receive real-time pricing information (i.e., bid and ask 
quotes), news stories, SEC filings, etc. The GUI may 
also provide participants an opportunity to trade 
directly with other participants in real-time within the 
5 same system. 

[0011] These and other objects of the present 
invention are achieved by preferably providing rules- 
based systems and methods to create a simulated financial 

H- 

p exchange that may teach students how to trade financial 

Q 10 products. The system may contain fixed pre-programmed 
Ul rules that emulate real markets. Participants may also 

y create their own rules or adjust existing ones to 

customize the simulated exchange to meet their particular 

5 

|^ needs. The system may operate on any combination of 

\2 15 Local Area Network (LAN) , Wide Area Network (WAN) , 

W Virtual Private Network (VPN) , wireless network, or any 

Q 1 
available means of communicating information among more 

than one computing device. The system may relate real- 
time information between the system and the simulations 

20 participants. Participants may access the system with 
personal computing devices (PCs) , Personal Digital 
Assistants (PDAs) , or any networked computing device via 
the Internet, a self contained server network, or any 
means of connecting participating computing devices. 

25 [0012] The simulation preferably requires at least one 
participant and each participant should preferably be 
registered to participate in the simulation. Each 
participant may receive an account upon their 
registration. Participants should not trade real 

3 0 financial products that maintain real financial risk. 
Rather, the products traded may be simulated financial 
products that assume the benefits of similar products 
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traded in real markets. Or, the products traded may be 
real products, but the trades may be fictional and not 
actually executed. 



method of payment, either a flat participation rate or a 
f ee-per-trade pricing mechanism. All registration fees 
may be furnished by the participating educational 
institution (s) , corporate sponsor(s), or other source. 
The registration fees may be pooled to form a winner's 
jackpot. At the conclusion of the simulation the 
participant (s) with the highest account value may be 
awarded an amount from the jackpot to be pre-specif ied by 
the participants, or administrators, of the closed 
trading simulation. This amount could be a fixed sum, 
some percentage of the total per trade fee generated by 
the participant (s) , or any method of measuring and 
rewarding superior performance. 

[0014] The system may allow for trading any 
combination of financial products. Initial pricing of 
the financial products may be based on the actual fair- 
market value of the financial products or based on the 
difference between real market prices and simulated 
market prices. In the alternative, new products may be 
created, tested, traded and studied within the closed 
simulated exchange. Orders may be placed and 
transactions may be filled based on the similar bid-ask 
system that governs real financial exchanges; that is 
buyers 'bid* prices and sellers 'ask' prices for 
specified financial products on the simulated exchange. 
A real trading screen or any screen could be provided in 
real time on the terminal in a window so the students 
could see how it is working in the real world. One could 
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utilize informational pages, spreadsheets and other 
information tools and resources in the specified system 
and method. 



against other individuals, groups of individual 
participants competing against other groups, a 
computerized specialist function interacting with at 
least one other participant, or any combination of groups 
and individuals competing against each other. An account 
may be assigned to each individual or group participant. 
The participants may compete among each other in a 
private, local community (such as participants within a 
classroom, academic department or college/school at a 
single university) , or within a larger community (such as 
between groups at more than one university) . 
[0016] By simulating an interactive and real-time 
market for products, the present invention provides 
potential traders with a simulated trading environment 
similar to the environment of professional traders in 
real financial exchanges. This simulation improves the 
professional awareness of potential traders and heightens 
their understanding of the manner in which financial 
products and markets behave. 

[0017] By providing them with such unequivocal 
experience, students who participate in the simulated 
training will be better prepared and more intellectually 
equipped to perform in live markets. In doing so, the 
system to eliminate a significant portion of the training 
and learning cost associated with trader development. It 
is the elimination of such costs, traditionally incurred 
by the new trader's employer, that represents value in 
implementing the present invention. 
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Participants may include individuals competing 
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Brief Description of the Drawings 

[0018] Further features of the invention, its nature 
and various advantages will become more apparent from the 
following detailed description of the invention, taken in 
5 conjunction with the accompanying drawings, in which like 
reference characters refer to like parts throughout, and 
in which: 

[0019] FIG. 1 is a diagram of the information system 
architecture and configuration of hardware that may be 
10 used to implement the present invention; 

[0020] FIG. 2 is an illustration of a full-screen GUI 
display that may be presented in accordance with one 
embodiment of the present invention; 

[0021] FIG. 3 is a closer illustration of the trading 
15 window display shown in FIG. 2 that may be presented in 
accordance with one embodiment of the present invention; 

[0022] FIG. 4 is a flow diagram illustrating the 
process for implementing one embodiment of the method and 
system specified by the present invention; 
20 [0023] FIG. 5 is a Data Flow Diagram (DFD) of the 

information transacted during a simulated trade taking 
placing as specified by one embodiment of the system and 
method of the present invention. 

[0024] FIG. 6 is a Process Flow Diagram illustrating a 
25 method to engage and employ the GUI to make transactions 
and participate in the simulated financial exchange as 
specified by one embodiment of the system and method of 
the present invention. 

Detailed Description of the Invention 
3 0 [0025] The present invention is now described in 
connection with FIGS. 1-6. 
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[0026] Turning first to FIG. 1, an example of a 
systems architecture 100 that may be used to implement 
one embodiment of the present invention is shown. As 
illustrated, hardware 10 0 may include one or more local 
5 workstations 103 at a general location connected to one 
or more servers 102 (i.e. for intra-school competitions) 
and one or more workstations 113 and 123 at other 
participating schools connected to one or more local 
servers 112 and 122 (i.e. for interschool competitions) 

H 10 or any such means available that enables access to the 

S 

p simulated trading environment. Workstations 103, 113 and 

J 12 3 may include any device suitable for presenting data 

SI and, in preferred embodiments of this invention, 

W 

accepting input. For example, workstations 103, 113 and 
15 123 may be any combination of personal computers, laptop 
fU computers, mainframe computers, dumb terminals, data 

ry displays, Internet browsers, Personal Digital Assistants 

□ (PDAs) , two-way pagers, wireless terminals, portable 

telephones, or any other form of networked personal 
2 0 computing device. 

[002 7] The trading simulator application software is 
installed on server (s) 102 to create a central repository 
of information within which the simulation may take 
place. Multiple wired and wireless connections 104 and 
25 105 may be made between server 102 and workstations 103 
and between server 102 and other servers 112 and 122 via 
the Internet 150 to orchestrate the trading simulation 
among students using workstations 103, 113 and 123. 
Workstations 103, 113 and 123 submit and receive commands 
30 from server 102. In the case of workstations 113 and 
123, gateway servers 112 and 122, or any applicable 
device, may be used to access and communicate with server 



102 via the Internet 150. In alternative embodiments, 
however, workstations 103, 113 and 123 may communicate 
with additional hardware and software, enable direct 
access via the Internet 150 using a centralized 
Application Service Provider (ASP) or similar service, or 
may include hardware to orchestrate trading in a 
distributed fashion without requiring server 102 . Server 
102, and any additional servers, may consist of any 
suitable circuitry, devices or programs capable of 
processing data such as microprocessors, personal 
computers, network servers, mainframe computers, 
dedicated computer systems, etc. 

[0028] As shown, server 102 may be connected to 
workstations 103, 113, or 123 either directly or via 
gateway servers 112 and 122, the Internet 150, or each of 
network devices 104, 105, 110 and 13 0, and may consist of 
any suitable data network for communicating data between 
workstations 103, 113 and 123, such as any combination of 
a local area network, a wide area network, the Internet, 
an intranet, a wireless network, a hard wired connection, 
a dial-up network, a virtual private network, or any 
available method of connecting multiple workstations. 
[0029] When used to implement a bid/offer trading 
simulation for training traders within a single or across 
multiple networks as described above, hardware 100 may 
enable a participant to submit a bid to buy or offer to 
sell an item at one of workstations 103, 113 and 123. 
This bid or offer may then be communicated to server 102, 
where the bid or offer can be ranked and stored in a bid- 
offer queue. The ranking may be based upon time of 
submission, price, or any other suitable criterion. The 
bid or offer may then be presented to other traders via 



other workstations 103, 113 and 123 dependent upon its 
ranking in the bid-offer queue. Once displayed, the bid 
or offer can then be hit or taken, respectively, by one 
or more of the other traders so that a trade of the item 
can proceed to execution. 

[0030] FIG. 2 shows an example of a Graphical User 

Interface (GUI) 200 for presenting the functionality and 
information pertaining to the present invention and to be 
used by participants via workstations 103, 113 and 123. 
As illustrated, simulated and actual financial 
information is presented via a financial information 
window 210 which may include charts, graphs, tables, 
spreadsheets or any medium of presenting detailed 
financial information about any particular financial 
product traded in the simulation. The financial 
information window 210 may include ticker symbol 211 or 
other means to properly identify the specified financial 
product, graph 212 relating price history, volatility, or 
any pertinent information regarding the financial 
product, table 213 containing current price, bid and ask 
quotes, daily volume and any other real-time decision 
making information as specified by a user, and footer 214 
which may contain the bid-offer queue for the specified 
issue as well as the ability to access more detailed 
information about the company and/or financial product. 
[0031] GUI 200 also includes an interactive trading 
window 220 (discussed in greater detail in FIG. 3) 
containing methods to 'Buy 1 221 and 'Sell 1 222 financial 
products. Each method consists of input fields that the 
user may complete as well as an execute function that the 
user may trigger to complete a transaction. 
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[0032] 



Also included in GUI 200 is a financial markets 



window 2 30 consisting of a table of real time news 
stories concerning financial markets which may include 
new stories, SEC filings, index quotes or any pertinent 
information as specified by the user. In accordance with 
the present invention, these portions of GUI 200 enable 
students to acquire trading finesse and sound trading 
judgement through the ability to assimilate and analyze 
real time financial information quickly for the purpose 
of making sound, assertive and responsible financial 
decisions based on dynamic, constantly-changing market 
conditions . 

[0033] Turning to FIG . 3, an interface 300 is shown as 
one embodiment of the system used to submit buy and sell 
orders within the trading simulation in accordance with 
the present invention. To buy or sell a financial 
product in the training simulation the user may select 
the type of transaction they wish to complete 310, enter 
information in the number of shares to purchase field 
311, enter a per share dollar value for the bid or offer 
limit in field 312, and execute the transaction, in the 
present embodiment by employing a device similar to 'Go 1 
button 317. An order number 313 may then be issued by 
the system to track the order. When the order is filled, 
a time stamp, actual shares traded and price per share 
may fill fields 314, 315 and 316, respectively, and 
become part of the record associated with that order 
number. Interface 300 may be presented on a trader's 
workstation and information may be retrieved and/or 
inserted using any variety of input/output device. 
[0034] Turning to FIG. 4, a process 400 for 
implementing the simulated trading environment in 
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accordance with one embodiment of the present invention 
is shown. As illustrated at step 401, process 400 first 
allows the administrators of the trading simulation to 
create accounts for each group or individual participant. 
The accounts are then populated with an appropriate 
amount of funds to properly gauge the growth of the 
account over the specified time period. Funds may- 
include cash, product, or any medium of exchange 
determined in step 402. 

[0035] The next step 402 specifies that the 
participants adjust and/or customize the body of rules 
that govern financial transactions in the simulated 
trading environment. While each simulation may employ 
its own variation of the pre-programmed rules (as 
determined by all or selected participants) , this 
customization may be performed centrally with any 
input/output device so that the same rules apply to all 
participants in the simulation. 

[0036] Process 400 next specifies that each 
participant pay a fee for use of the trading simulation 
in step 403. This fee may be a fixed flat rate for 
participation, a fee-per- trade for each trade placed 
within the simulated exchange, or any method as specified 
by the participants in step 402. The fee may be paid for 
by a pre-determined body such as a university, corporate 
sponsor, or any benefactor. 

[0037] In step 406, the registration fees may be 
pooled together and placed in a winners jackpot to be 
properly distributed at the conclusion of the trading 
simulation in step 407. 

[0038] Process 400 then specifies for the trading 
simulation to take place in step 404. During a time 
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period specified in step 402 participants may research, 
buy and sell products in a simulated trading environment. 
Products may include fixed income financial products such 
as treasuries, agencies, mortgages, swaps, REPOs, 
corporates, etc. These instruments may initially be 
priced according to their real market value, according to 
a price pre-determined by the simulation's participants 
in step 402, or otherwise determined by participants of 
the simulation. 

[0039] Once trading commences within the simulated 
exchange, products may be priced at the simulated market 
value, with buyers and sellers in the simulation 
specifying ask and bid limits to price the products. A 
more detailed example for processing bids and offers that 
may be executed in server 102 (FIG. 1) in accordance with 
one embodiment of the present invention is depicted in 
process 600 (FIG. 6) . 

[0040] Turning back to FIG. 4, process 400 next 
specifies the creation and testing of new financial 
products 4 05 in the simulated market based on the spread 
differentials and arbitrage opportunities that may arise 
from disparities between the simulated market and an 
actual market. Such products may behave as derivatives 
of the simulated market, offering participants an 
opportunity to learn how such products are traded in an 
open market and how their behavior may be gauged in 
relation to the base-market. 

[0041] The final step of process 400, step 407, 
requires the dispersal of a financial reward to the 
winner of the simulation in step 404. The winner may be 
the group or individual participant with the highest 
account value at the end of the simulation, or any other 
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method of determining the winner as specified in step 
402. The declared winner may be awarded any amount of 
the fees allocated to the winner's jackpot in step 406 as 
determined by the participants in step 402. 
[0042] Turning to FIG. 5, one embodiment of the flow 
of data and processes for implementing the present 
invention is shown in Data Flow Diagram (DFD) 500. DFD 
500 specifies simulation 501 as the central process in 
the system, consisting of inputs from User Account Data 
510 and 520, a Real Market Data Source 503 and simulated 
market data from Trades Data Store 530. User A 510 and 
User B 52 0, defined by records specified in Account Data 
Store 502, place orders via Buy 515 and Sell 525 
processes depicted in DFD 500. The process for engaging 
the GUI for the purpose of placing such trades is further 
depicted in process 600 (see FIG. 6) . [0043] Turning 
back to FIG. 5, upon completing steps 510 and/or 515 of 
process 500, orders are placed in Trades Data Store 530. 
The bid/ask information is then relayed to the simulation 
and can be viewed via the financial information window 
210 depicted as part of GUI 200 (see FIG. 2) . 
[0044] Turning back to FIG. 5, once trades are 

accepted by matching the bid/ask with a respective 
ask/bid from counterparties participating in the 
simulation, the orders are marked as filled from Trade 
Data Store 53 0 and removed from the queue. The user's 
account information is also updated with the transaction 
information in Account Data Store 502. Real-time 
information regarding most recent trades constantly 
update the simulation to provide users with the look and 
feel of a dynamic and interactive trading environment. 
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[0045] Turning to FIG. 6, one embodiment of a process 
that may be implemented for employing the GUI to engage 
the simulation is shown in Process Flow Diagram (PFD) 
600. PFD 600 specifies that the user engage the trading 
simulation in step 601. Decision Point 602 then 
determines whether or not a trade may take place. If a 
trade does not take place, the user may continue to 
engage the system for the purpose of researching 
financial products and/or monitoring markets 608. If the 
user desires to place a trade, the user may complete the 
necessary fields of the transaction window 603. The user 
will then be prompted to determine the type of 
transaction by way of the buy or sell decision point 604. 
If the users elects for a sell transaction, a bid price 
must be furnished in the trading window in step 605. If 
the user elects a buy transaction, an ask price must be 
furnished in the trading window in step 606. When all 
appropriate information required by the trading window is 
furnished by the user, the trade is then executed in step 
607. Once the trade is executed, the user may once again 
return to employing the GUI to engage the system for 
research 608 and trading 601 purposes. 

[0046] Those skilled in the art will appreciate that 
the present invention can be practiced by other than the 
described embodiments, which are presented for purposes 
of illustration and not of limitation, and the present 
invention is limited only by the claims. 



